FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

July 25, 2017

MEMORANDUM
To: The Commission’

Through: Alec Palmer

Staff Di:rector
From: Patricia C. Orrock ‘QCE/ :

Chief Compliance Officer

Thomas E. Hintermister 1%
Assistant Staff Director
Audit Division

Marty Favin /)7]5@5‘:

Audit Manager

By: Robert Morcombry
Lead Auditor

Subject: Audit Division Recommendation Memorandum on the Illinois Republican
Party (IRP) (A13-09)

Pursuant to Commission Directive No. 70 (FEC Directive on Processing Audit Reports),
the Audit staff presented the Draft Final Audit Report (DFAR) to IRP on March 29, 2017
(see attachment). In response to the DFAR dated April 17, 2017, IRP did not provide any
new information and requested an audit hearing which occurred on June 22, 2017.

This memorandum provides the Audit staff’s recommendation for each finding outlined in
the DFAR. The Office of General Counsel has reviewed this memorandum and concurs
with the recommendations.
Finding 1. Misstatement of Financial Activity
In response to the Interim Audit Report, IRP filed amendments that materially
corrected the misstatements. for both 2011 and 2012. IRP had no additional
comments in response to the DFAR.

At the audit hedring, IRP reiterated that it had filed corrective amendments.




The Audit staff recommends that the Commission find that in 2011, IRP
overstated its receipts by $36,327, its disbursements by $46,370 and understated
its ending cash by $13,717; and in 2012, IRP understated its receipts by $254,528
and its disbursements by $295,544.

Finding 2. Reporting of Apparent Independent Expenditures

In response to the Interim Audit Report, IRP stated that all mailers were non-
allocable, candidate specific volunteer mass mailings. IRP also provided a third
affidavit from a former [RP Deputy Executive Director who stated that IRP
supported its federal candidates through the use of non-allocable mail processed by
volunteers. In the DFAR, the Audit staff removed four mailers from this finding
because the documentation, which included photographs and sign-in sheets
directly connected to the mailers, is consistent with evidence in past audits. Asa
result, the four mailers are no longer considered independent expenditures. In
response to the DFAR, IRP noted that the executive leadership of IRP changed
soon after the 2012 General Election and that records were not properly preserved.
IRP states that they do not possess any additional support for the use of volunteers
or information regarding the mailers referenced in this finding. In addition, IRP
contends that no 24 or 48 hour reports needed to be filed for the communications

At the audit hearing, IRP counsel stated that the 27 mailers in support of federal
candidates were not independent expenditures but were non-allocable mail. He
added that volunteer involvement demonstrated by the quantum of evidence IRP
provided to the Audit staff demonstrated this claim. This evidence included
photographs of volunteers; volunteer sign-in sheets; and sworn affidavits of
individuals with direct personal knowledge of IRP’s mail program for 2011-2012.

The Audit staff recommends that the Commission find that IRP failed to report 39
mailers containing express advocacy (12 mailers supported with invoices totaling
 $239,154 and 27 mailers without invoices); and failed to file either 24 or 48 hour
reports for the 39 mailers.

Finding 3. Recordkeeping for Communications
In response to the Interim Audit Report, IRP stated that it searched its records and
was not able to locate additional documents for the 19 expenditures totaling

$357.613. IRP had no additional comments in response to the DFAR.

At the audit hearing, IRP reiterated that it has performed a thorough search and no
additional documents were located.

The Audit staff recommends that the Commission find that IRP did not provide the
necessary records pertaining to 19 disbursements totaling $357,613.

Finding 4. Receipt of Apparent Prohibited In-Kind Contributions

In response to the Interim Audit Report, IRP did not specifically address the
apparent prohibited in-kind contribution consisting of postage apparently paid on



its behalf totaling $72,880. In response to the DFAR, IRP contended that the
amounts identified were permissibly spent by IRP on behalf of the Walsh and
Plummer campaigns for non-allocable mail. In addition, IRP stated it continues to
search for records to support this contention.

At the audit hearing, IRP counsel stated that they have not been able to determine
whether the $72,880 in postage costs identified on the invoices has been paid or
who paid it. He added that they contacted the National Republican Congressional
Committee (NRCC) to see if they had any relevant information and that after the
election, it has been difficult to track down anyone with knowledge of this activity.
Counsel further stated that they reached out to the mail house vendor but received
no further clarification from them.

The Audit staff recommends that the Commission find that [RP accepted a
prohibited in-kind contribution totaling $72,880.

Finding 5. Reporting of Debts and Obligations

In response to the Interim Audit Report, IRP amended its disclosure reports to
materially correct the disclosure of debts and obligations to 14 vendors totaling
$257,396 on Schedule D (Debts and Obligations). IRP had no additional
comments in response to the DFAR.

At the audit hearing, [RP reiterated that it had filed corrective amendments.

The Audit staff recommends that the Comimission find that IRP failed to report
debts and obligations totaling $257,396.

Finding 6. Recordkeeping for Employées

In response to the Interim Audit Report, IRP acknowledged that it did not possess
any monthly payroll logs for employees for the 2011 — 2012 time period. IRP
stated that going forward, IRP will require all of its employees who are paid by
both federal and non-federal funds to maintain monthly logs of the time each
spends on federal and non-federal activities. IRP had no additional comments in
response to the DFAR.

At the audit hearing, IRP reiterated that since the 2014 election cycle, it now
requires all of its employees to maintain monthly logs of the time each spends on
federal and state activities.

The Audit staff recommends that the Commission find that IRP did not maintain
monthly logs for $558,089' in payroll disbursements. This amount includes
payroll paid as follows to IRP employees:

! This total does not include payroll for employees paid with 100 percent federal funds and reported as
such. Payroll amounts are stated net of taxes and fringe benefits (See Commission Guidance, p.1 of the
Draft Final Audit Report). Also, it does not include contract labor totaling $7,800.00.



o Employees reported on Schedule H4 and paid with federal and non-
federal funds during the same month totaling $542,812 and; -

o Employees paid exclusively with non-federal funds in a given month
totaling $15,277.

If this memorandum is approved, a Proposed Final Audit Report will be prepared within
30 days of the Commis;ion’s vote.

In case of an objection, Directive No. 70 states that the Audit Division
Recommendation Memorandum will be placed on the next regularly scheduled open
session agenda.

Documents related to this audit report can be viewed in the Voting Ballot Matters folder.
Should you have any questions, please contact Robert Morcomb or Marty Favin at 694-
1200.

Attachment:
- Draft Final Audit Report of the Audit Division on the Illinois Republican Party

cc: Office of General Cbunsel



Draft Final Audit Report of the
Audit Division on the Illinois

Republican Party
(January 1, 2011 - December 31, 2012)

Why the Audit

Was Done

Federal law permits the
Commission to conduct

audits and field.
investigations of any

political committee that'is
required to file reports
under the Federal
Election Campaign Act

(the Act). The

Commission generally

conducts such audits
when a committee

appears not to have met.~”

the threshold

requirements for
substantial compliance
with the Act,.-The audit

determing /fethera\b

3 . e
comgl-tt%:;mphe [
the limitations, -
prohibit?olé:qd

disclosure
of the Act.

" Future Actio
The Commission m.
initiate an enforcement
action, at a later time,
with respect to any of the
matters discussed in this

report.

! 52 U.S.C. §30111(b).

2 IRP had a Levin account that began the audit period with a balance of $0, made no expenditures for

About the Committes%@.\gg
The Illinois Republican Party jsa’s

headquartered in Chicago, Ilgmgb;.
the chart on the Committ
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and Other

tate party committee
For more information, see

$ 1,129,720
1,201,954

1,576,813
395,959
344,928

$ 4,649,374

$ 1,295,631
3,122,532
5,500
163,600

$ 4,587,263

Findings and Recommendations (p.3)

Misstatement of Financial Activity (Finding 1)

Reporting of Apparent Independent Expenditures

(Finding 2)

Recordkeeping for Communications (Finding 3)
Receipt of Apparent Prohibited In-Kind Contributions

(Finding 4)

Reporting of Debts and Obligations (Finding 5)

Recordkeeping for Employees (Finding 6)

Levin activity, and an ending balance of $459.
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Part I
Background

Authority for Audit

This report is based on an audit of the Illinois Republican Party (IRP), undertaken by the
Audit Division of the Federal Election Commission (the Commission) in accordance with
the Federal Election Campaign Act of 1971, as amended (the Act). The Audit Division
conducted the audit pursuant to 52 U.S.C. §30111(b), which permits the Commission to
conduct audits and field investigations of any political committee-that is required to file a
report under 52 U.S.C. §30104. Prior to conducting any audi},t,{ndéﬁhis subsection, the
Commission must perform an internal review of reports filed by-selected committees to
determine if the reports filed by a particular committee nQéF‘t théthreshold requirements
for substantial compliance with the Act. 52 U.S.C. gmil;l'\(b).

Scope of Audit - /

Following Commission-approved proceduresfthe Audit st\a\
factors and as a result, this audit examined: e\t\/

the disclosure of individual contributors’ occupatib{ste of employer;

_galuated v s%isk

ff
d
the disclosure of disbursements, &§bts\and obligations;_
the disclosure of expenses allocated\I{eQ:en\federal am /ederal accounts;
the consistency between reported figures bank records;

the completeness of records; 5/ -

the disclosure of indepe‘n‘de{t expenditures;’and

other committee oéﬁﬁiﬁnxnicessary to the review.

Commission é}%\?cet\

NownhARWwWN=

—.

—
Request ﬁ’{Enrly Cbmmis in_l\gonideration of a Legal Question
Z PP i .
Pursuarit/to the Co s_s;':én s “Rolicy Statement Establishing a Program for Requesting
Consid r}tion of Legal Q}_T_j:ions by the Commission,” several state party committees
1

—

unaffilia ith IRP requgsted early consideration of a legal question raised during
audits covering'the 2010 e ”tion cycle. Specifically, the Commission addressed whether
monthly time le\u‘nder llf FR §106.7(d)(1) were required for employees paid with 100
percent federal funi\.%

The Commission concluded, by a vote of 5-1, that 11 CFR §106.7(d)(1) does require
committees to keep a monthly log for employees paid exclusively with federal funds.
Exercising its prosecutorial discretion, however, the Commission decided it will not
pursue recordkeeping violations for the failure to keep time logs or to provide affidavits
to account for employee salaries paid with 100 percent federal funds and reported as
such. The Audit staff informed IRP representatives of the payroll log requirement and of
the Commission’s decision not to pursue recordkeeping violations for failure to keep
payroll logs for salaries paid and correctly reported as 100 percent federal. This audit
report does not include any findings or recommendations with respect to IRP employees
paid with 100 percent federal funds and reported as such.



Part 11
Overview of Committee

Committee Organization

Important Dates
e Date of Registration July 10, 1976
e Audit Coverage January 1, 2011 - December 31, 2012
Headquarters Chicago, Illmms//-\
Bank Information
o Bank Depositories One / /\ \,
e Bank Accounts Four Fedéral and Ty6-Non-federal
Treasurer //\ M NN\
e Treasurer When Audit Was Conducted J uﬂy Diekelman - May 20 2014 Present
;Qave Syvelson - through ng 19, 2014
e _Treasurer During Period Covered by Audit | Dave Syver;on\ 4
Management Information ¢
e Attended Commission Campaign F id?ce\ No \\
Seminar ~ L
e Who Handled Accounting and \\ ~~|-Pdid-and Volu;}}ee’ r Staff
Recordkeeping Tasks \\ / s~

Overview\ of Financia Activity

\ A’udited AB}ounts)
NP -
Lo < \ /

Cash-on-hand’ @ January\l, 2011 ™\ $ 24,000
Receipts” { N\ \ N

o Cortributions from Individuals |~ 1,129,720
o Contributions from Political Committees 1,201,954
o Transfers from Affiliated and Other Political 1,576,813

Committees y/

o Transfers from Non-federal Account 395,959
o Other Receipts y 344,928
Total Receipts $ 4,649,374
Disbursements

o Operating Expenditures 1,295,631
o Federal Election Activity 3,122,532
o Contributions to Federal Candidates 5,500
o Other Disbursements 163,600
Total Disbursements $ 4,587,263
Cash-on-hand @ December 31, 2012 $ 86,111




Part III
Summaries

Findings and Recommendations

Finding 1. Misstatement of Financial Activity

During audit fieldwork, a comparison of IRP’s reported financial act1v1ty with bank records
revealed a misstatement of receipts, disbursements and ending cas 011 and a misstatement
of receipts and disbursements for 2012. In 2011, IRP overstated.it recé%ts by $36,327, its
disbursements by $46,370 and understated its ending cash by 5)13 il\? In 2012, IRP
understated its receipts by $254,528 and its disbursements hy $295, 44,

AN \d
In response to the Interim Audit Report recommendatlérf— IRP amended its disclosure reports to

materially correct the misstatements for both 201 Land 2012. \(For more deta: Q see p. 6.)
f \ N

AN
Finding 2. Reporting of Apparent Ih ey endent Expenditures
During audit fieldwork, the Audit staff revnewed dlsbursements totaling $273,126 that IRP
disclosed on Schedule B, Line 30(b), (Fe ¢ral Election ActiVity'Paid Entirely with Federal
Funds), that appeared to be mailers or m a- Idted mdependei:t expénditures that should have
been disclosed on Schedule E, Line 24, (In ?enﬂent Expendltures)’

Additionally, IRP did not prov1de‘sufﬁc|ent do umentatlon vpe4am1ng to dissemination dates to
verify whether 24/48-houf port wbre require: \o be filed for the apparent independent
expenditures totalmg.$§ 3)126. l also did not rovjde invoices associated with 27 mailers

that contained express ad ﬁey as d/eﬁncd undyCFR 100.22 (a).

~
- —,

In response to{e‘lnte‘r\ixi‘x\Audlt eport recom endation, IRP stated “...that these 27 direct
mail comnfyfications v‘;‘er{?l‘on-al Qabl andidate-specific volunteer mass mailings.” IRP
supphedf ird affidavit fro ’s former Deputy Executive Director who stated that during
the 2012 cycle, IRP supported its federal candidates through the use of non-allocable mail
processed by volunteers.

/

The Audit staff reexar ?hqd» he documentation provided by IRP related to the volunteer
materials exemptionat{g}\__s ific communications totaling $33,972 and determined the
disbursements were not‘independent expenditures. For the remaining communications
consisting of $239,154 ($273,126 - $33,972) and the 27 mailers with no invoices that IRP
claims the volunteer materials exemption is applicable, the Audit staff again recommends that
the IRP provide further evidence to support the application of volunteer materials exemption to
the specific communications involved. Absent further evidence that these communications
qualify for the volunteer materials exemption, the Audit staff considers these communications
to be independent expenditures. (For more detail, see p. 8.)




Finding 3. Recordkeeping for Communications

During audit fieldwork, the Audit staff reviewed disbursements to verify the accuracy of the
information and proper classification of transactions disclosed on reports. IRP reported 19
expenditures totaling $357,613,3 on Schedule B, Line 30(b) and Schedule H4 (Disbursements
for Allocated Federal/Non-federal Activity) with the purposes of FEA Volunteer Mail,
Advocacy calls for Federal candidates, Direct Mail Services, equipment and phone minutes for
Federal candidates and Auto-Dialer for Federal candidates. Documentation that was provided
by IRP was insufficient to make a determination pertaining to the purpose for these
disbursements and verification as Federal Election Activity or Allocated Federal/Non-federal

Activity gm

In response to the Interim Audit Report recommendation, IRP sfat t it has searched its
records and was unable to locate additional documents to,su {tﬁannat \ese disclosures. Absent
the provision of these records, the Audit staff cons:ders e~m er a vio a\t\lor\f the

recordkeeping requirements at 11 CFR §104. l4(b)(,l') (For more detail, sew

Finding 4. Receipt of Apparent Prohibited\In-Kind
Contributions

During audit fieldwork, the Audit staff idgntified apparent h1 ited in-kind contributions
totaling $72,880 to the benefit of IRP. Thg app ‘arent prohlblted\m- contributions consisted
of postage for campaign mailers invoiced to. ‘IRP~b if apgarentl by an unknown source. In
response to the Interim Audit Report recom: datn n\ -did. ot specifically address the
amounts for postage apparently-paid on its behalf/ RP has of complied with the
recommendation to identifythe" sQ! of paym t for the i stage Absent such a
demonstration, the $72 0.in pos % costs are é\ns1dered a prohibited contribution to IRP.
(For more detail, see p ) (3

Finding ; Sr—Reporting of Deb and Obligations

During audlt/ﬁeldwork the Audl\t\ \noted that IRP failed to report debts and obligations to
14 vend otalmg $294,1 e D (Debts and Obligations). In response to the
Interim Audi Report recom.\ﬁl atlo RP amended its disclosure reports to materially correct
the disclosure deﬂn obli htlons to these vendors. (For more detail, see p. 18.)
Finding 6. R rngeping for Employees

During audit fieldwork, the Audit staff determined that IRP did not maintain any monthly
payroll logs, as requlred/ to document the percentage of time each employee spent in connection
with a federal election. For 2011 and 2012, the Audit staff identified payments to IRP
employees totaling $558,089 for which IRP did not maintain monthly payroll logs. This
consisted of $542,812 for which payroll was allocated with federal and non-federal funds, and

$15,277 for which payroll was exclusively non-federal. In response to the Interim Audit Report
recommendation, IRP acknowledged that it does not possess any monthly payroll logs for

3 Two disbursements totaling $52,504 were not reported, But are included in the $357,613.
4 This amount will be updated to $257,396 based on additional information reviewed in response to IRP’s response
to the Interim Audit Report.



employees for the 2011 — 2012 time period. IRP stated that it did maintain these logs during the
2014 election cycle and going forward, they will continue to maintain monthly payroll logs. As
such, IRP has complied with the Interim Audit Report recommendation by providing details of
its plan to maintain monthly payroll logs in the future. (For more detail, see p. 19.)




Part IV
Findings and Recommendations

| Finding 1. Misstatement of Financial Activity

Summary

During audit fieldwork, a comparison of IRP’s reported financial act1v1ty with bank records
revealed a misstatement of receipts, disbursements and ending cashszr 01 1 and a misstatement
of receipts and disbursements for 2012. In 2011, IRP overstated. ifsTe celpts by $36,327, its
disbursements by $46,370 and understated its ending cash by ,$}/3 7 7\ In 2012, IRP
understated its receipts by $254,528 and its dlsbursements by $295 44

In response to the Interim Audit Report recommendat/on lR‘P amended its disclosure reports to
materially correct the misstatements for both 2011 and 201 2 S\

Legal Standard

Contents of Reports. Each report must disclose:

e the amount of cash-on-hand at the be\gmmng and end of ’the reporting period;

e the total amount of receipts for the rep\@r.tmgenod and fo}the eglendar year;

e the total amount of disbursements for the® (ep(srtmg period and for the calendar year; and
certain transactions that requlre ltemlzat on Sched le A Itemnzed Receipts) or Schedule
B (Itemized Dlsbursements

52 U S.C.§ Q(b)(l), (2% (), (4) and (5).
Facts and Analys \ \

A. Facts =
As part of aydj t»ﬁeld ork~ the 1t\§taff r?c?onclled IRP’s reported financial activity with its
bank recoxds for 2011 ahd 2012 e‘recg,pclllatlon determined that for 2011, IRP misstated

recelpts,—dlgbursements an\dcndmg cash ahd for 2012, misstated receipts and disbursements.
The followih charts outlme\be discrepancies between IRP’s disclosure reports and its bank
records. \ l

/

N
'\\201 1.Réported Activity to Bank Activity
N /| Reported Bank Records Discrepancy

Beginning Cash Balante $20,326 $24,000 $3,674

@ January 1, 2011 Understated

Receipts $776,115 $739,788 $36,327
Overstated

Disbursements $749,945 $703,575 $46,370
Overstated

Ending Cash Balance @ $46,496 $60,213 $13,717

December 31, 2011 Understated




7

The beginning cash balance was understated by $3,674 and is unexplained, but likely resulted
from prior-period discrepancies.

The overstatement of receipts resulted from the following:

e Transfers from the non-federal account, reported in error - $32,070
o Unexplained differences - 4257
Overstatement of Receipts - $36,327

The overstatement of disbursements resulted from the following:
e The net over reporting of disbursements - $46,612
e Unexplained differences N 242
Net Overstatement of Disbursements - $46,370

The Audit staff identified 29 disbursements totaling $52,_26_2\t(atw\ere{eponed in January
2011, but not found on bank statements provided. IRP/éhaﬁ'g&i depositor_iés\prior to the audit

cycle. The Audit staff requested the bank statements/of the prior deposito}y\f'ér the month of

January 2011. These statement(s) were not provjdfeg;to\the A‘Qdit staff. IRP stﬁkdffhey

requested the bank statements but were not able to o th.t\h} ~Fhe $13,717 un‘tferStatement of

the ending cash balance resulted from the misstatements\de\ ribed above. '
o AN

2012 Reported Activity'to Bank Activity \

Reported \\/™\.Bank Records\, I’ Discrepancy

Beginning Cash Balance $45,721 5\\%&9&5 $14,492
January 1, 2012 Tl . \ Understated
Receipts A~$3655,057 \\ $3,909,585 $254,528
//( \ \ ) Understated

Disbursements TN $3,988,143 ~7 $3,883,687 $295,544
| \‘/i\in\/ Understated
Ending Cash-Balance " \$113,410+ $86,111 $27,299
Defegllz’gr’%,l ,%2\ AN \ AN Overstated
\ R

The unér&a{éinent of ;:e\ip s\ r.lesul‘t\gi’ém the following:
° Transfér{fzg\m Political Committees + $50,000
e In-kind con@bgtions %m Political Committees + 33,973
e Transfers from the nop-federal account + 36,453
e Settlement Accounting Fees, not reported + 22,126
o In-kind postage ffaid by other than IRPS + 72,880
o Unexplained differences + 39,096
Understatement of Receipts +$254,528

5 IRP filed an amended report that reduced its beginning cash by a total of $775 from the reported 2011 ending
cash.
§ The source of the payments has not been identified by IRP to the Audit staff. See Finding 4.



The understatement of disbursements resulted from the following:

o Under-reporting of disbursements +$168,321
o In-kind postage paid by other than IRP ' + 72,880
e Underreporting of in-kinds from Political Committees + 33,973
e Settlement of Accounting Fees, not reported + 22,126
o Unexplained differences -__ 1756

Net Understatement of Disbursements +$295,544

The $27,299 overstatement of ending cash balance resulted from the misstatements described
above.

B. Interim Audit Report & Audit Division Recommendation
At the exit conference, the Audit staff provided work papers d discuss d the reporting errors
that caused the misstatements with IRP representatlves/ They asked qu ustidns about several

items and stated that they would file the amendment zt’o ensure that the IRPeparts were
accurate. K S

The Interim Audit recommended that IRP amend its disclpsure reports to correct the

misstatements for 2011 and 2012. \:— -
\ ™ e

C. Committee Response to Interim AudIQ‘\Rep,Q\rt

In response to the Interim Audit Report recommendation; IRP amended its disclosure reports to

materially correct the mi sstatements for both ZQI Yed 2012 reports

| Finding 2. Re‘fﬁrgng df/Appare\ Jiidependent Expenditures

Summary /—- s &\ /

During audlt’ ﬁeldwﬁt :\Aydlt statf reviewed disbursements totaling $273,126 that IRP
dlsclosgd o\ Schedule B, Line 30(b), (F/edéral Election Activity Paid Entirely with Federal
Funds), that'a; Rpeared to be mall\ers orthedia-related independent expenditures that should have
been disclosed’en Schedule E\ Lme 24, (Independent Expenditures).

Additionally, IRP dnd\;\ot P <nde sufficient documentation pertaining to dissemination dates to
verify whether 24/48-hou.reports were required to be filed for the apparent independent
expenditures totaling $273,126. IRP also did not provide invoices associated with 27 mailers
that contained express advocacy as defined under 11 CFR 100.22 (a).

In response to the Interim Audit Report recommendation, IRP stated “...that these 27 direct
mail communications were non-allocable, candidate-specific volunteer mass mailings.” IRP
supplied a third affidavit from IRP’s former Deputy Executive Director who stated that during
the 2012 cycle, IRP supported its federal candidates through the use of non-allocable mail
processed by volunteers.



The Audit staff reexamined the documentation provided by IRP related to the volunteer
materials exemption for specific communications totaling $33,972 and determined the
disbursements were not independent expenditures. For the remaining communications
consisting of $239,154 ($273,126 - $33,972) and the 27 mailers with no invoices that IRP
claims the volunteer materials exemption is applicable, the Audit staff again recommends that
the IRP provide further evidence to support the application of volunteer materials exemption to
the specific communications involved. Absent further evidence that these communications
qualify for the volunteer materials exemption, the Audit staff considers these communications
to be independent expenditures.

Legal Standard ﬁ

A. Definition of Independent Expenditures. The term “indepéendent expenditure” means an
expenditure by a person for a communication expressly advoeéti‘ﬁg\fhe election or defeat of a
clearly identified candidate that is not made in coordination’with anyw:\EnQidate or authorized
committee or agent of a candidate. No expenditure sh/a!!,be‘;gohsidered‘igdegendent if the
person making the expenditure allows a candidate, a-¢andidate’s authorizéd committee or their
agents, or a’political party committee or its agents-to become paterially involved-iprdecisions
regarding the communication as described in 1 1CF R.109.21(d \(2)‘, or shares ﬁ:ga cial
responsibility for the cost of production or dissemination with’any such person. 11 CFR
§100.16(a) & (c).

"=,
S

B. Expressly Advocating. Expressly advo%a}%‘means any ¢ eruﬁication that — (a) Uses
phrases such as “vote for the president,” “reh lect your Con ssgla/n,” “support the Democratic
nominee,” “cast your ballot for the Republicé \chaliénge or'/tl.fé Republican challenger for U.S.
Senate in Georgia,” accom ,a’nic\d'b a picture o‘f:one or moye’ candidate(s), or communications of
campaign slogan(s) or inﬂfl\vidual‘vyor,.d(s), which\in context can have no other reasonable
meaning than to urge-the.glection or defeat of on;\}mglore clearly identified candidate(s).

(b) When taken as a whole 'H\\Q!/it/ll!imited_l_'eferg‘ ce to external events, such as the proximity to
the election, could only. be inter ted by-a.reasonable person as containing advocacy of the
election or d¢feat 6f ong or-more

learly identified candidate(s). 11 CFR §100.22.

C. Dis lBstrce\Requiremen(s Geng;a/Cuidelines. An independent expenditure shall be
reported on Schedule E (Itemized Ind€pendent Expenditures) if, when added to other
independent expenditures made to the same payee during the same calendar year, it exceeds
$200. Independeﬁ\expgndit ot made (i.e., publicly disseminated) prior to payment should be
disclosed as memo eﬁt-r{és ??rlgchedule E and as a debt on Schedule D. Independent
expenditures of $200 or i:;e s need not be itemized, though the committee must report the total of
those expenditures on line (b) on Schedule E. 11 CFR §§104.3(b)(3)(vii), 104.4(a) and 104.11.

D. Last-Minute Independent Expenditure Reports (24-Hour Reports). Any independent
expenditures aggregating $1,000 or more, with respect to any given election, and made after the
20™ day but more than 24 hours before the day of an election, must be reported and the report
must be received by the Commission within 24 hours after the expenditure is made. A 24-hour
report is required each time additional independent expenditures aggregate $1,000 or more. The
date that a communication is publicly disseminated serves as the date that the committee must
use to determine whether the total amount of independent expenditures has, in the aggregate,
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reached or exceeded the threshold reporting amount of $1,000. 11 CFR §§104.4(f) and
104.5(g)(2).

E. Independent Expenditure Reports (48-Hour Reports). Any independent expenditures
aggregating $10,000 or more with respect to any given election, at any time during a calendar
year, up to and including the 20th day before an election, must be disclosed within 48 hours
each time the expenditures aggregate $10,000 or more. The reports must be received by the
Commission within 48 hours after the expenditure is made. The date that a communication is
publicly disseminated serves as the date that the committee must use to determine whether the
total amount of independent expenditures has, in the aggregate, reached or exceeded the
threshold reporting amount of $10,000. 11 CFR §§104.4(f) and 104’5@)(1).

F. Formal Requirements Regarding Reports and Staten}e t§.\%ach political committee
shall maintain records with respect to the matters required to.be reportedwhich shall provide in
sufficient detail the necessary information and data fro wlgc}\v the file \ports may be

verified, explained, clarified, and checked for accura y{nd completeness. 'CFR

§104.14(b)(1). | & )x
f

G. Volunteer Activity. The payment by a state com i-tg_e a political party of the costs of
campaign materials (such as pins, bumper stickers, handbillg,'brochures, posters, party tabloids
or newsletters, and yard signs) used by su\lx‘m@::’tee in co éct&m with volunteer activities
on behalf of any nominee(s) of such party 1{Qm$g§ributiol:1$a ovided that the conditions

n

below are met. \

1. Such payment is not for costs incurred\i ¢ Ahection Wjth any broadcasting, newspaper,
magazine, bill board; dire¢tunail, or sim\la:/t.lype o?} neral public communication or
. political advertising. The\tgrin direct méi\l_ eans any mailing(s) by a commercial

vendor or anyé'laQi_‘ng(s) ma(; from coml}]ercial lists. '

2. The portion of the c'og‘ f s{lchmate\rials fl/l /o{able to Federal candidates must be paid

from contributions subjgct\/t\o\the-lin@ions and prohibitions of the Act.

3. Suc ;pay'ﬁnﬁ{ﬁ‘ok\ncladé fror{x contributions designated by the donor to be spent on
behalf of a partictlar g.ndi\anifqr ederal office.

4. Suehnaterials are tributed by-Volunteers and not by commercial or for-profit

operati o

5. If madlcgby\é_\aolitical ( ;nmittee, such payments shall be reported by the political
committee ag adisbursement in accordance with 11 CFR §104.3 but need not be
allocated to specificCandidates in committee reports.

6. The exemption i§ 1ot applicable to campaign materials purchased by the national party
committees. 11 €FR §100.87 (a), (b), (c), (d), (¢) and (g) and 11 CFR §100.147 (a), (b),
(c); (d), (e) and (g).
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Facts and Analysis
A. Reporting of Apparent Independent Expenditures

1. Facts

During audit fieldwork, the Audit staff reviewed disbursements to ensure proper reporting.
The Audit staff notes that IRP did not disclose any independent expenditures on Schedule E,
however it made apparent media-related expenditures totaling $273,126 and disclosed them
as Federal Election Activity (FEA). These communications, as we l as 27 other mailers that
are not associated with invoices, were identified as possible in endgnt expenditures. To
document the use of volunteers, IRP provided four volunteer sér‘: in sheets, two sworn
affidavits for which the authors attest to the use of volunte;ré‘m all the mailers and 24
photographs of volunteer involvement in seven of the m lers don the documentation
provided, the Audit staff was only able to match fo ”n'iall and tV s1gn in sheets to
photographs for which an invoice was provided,. 6tahng $33,972, see )‘ low Two
additional sign in sheets were provided, howgver,(they coqld not be associated with invoices
for mailers, see (b.) below. Of the two sign in she{ts hat ¢ \uk not be asso ‘/lath with
invoices, only one could be associated with a mailet. /

A breakdown analysis of these expen }iﬁres is as follows\

a. Apparent Independent Expendnture‘&Reported as, jEA Veolunteer Mail
(Associated Invoice Provided) \ 4 x’l
IRP made 16 a aren’t mdependem}‘ penditu: otalmg $273,126 for which it
provided a copy of the m,aller with anhassociated invoice. Mailers totaling $33,972
for whxch'IR pr\ovxde}l two sign in singet »and photographs are included in the
$273,126 total ‘ccorémg~to the Audit-staff, each of these mailers contained
language expressly, vocatmg_the ection or defeat of a clearly identified
c;andla‘te deﬁne der 11 CFR'§100.22(a), or when taken as a whole and with
 dimited refere ce'to ex e(nal events could only be interpreted by a reasonable

Yerson as contalmﬁg advac/acy of the election or defeat of one or more clearly

identified candxda;eés) as‘defined under 11 CFR §100.22(b).

|/

b. Apparen ~lndepe)/dent Expenditures Reported as FEA Volunteer Mail (No
Invoices sso&)ated)
IRP provided 27 different mailers that contained language expressly advocating the
election or ﬂefeat of clearly identified candidates, as defined under 11 CFR
100.22(a).

IRP did not provide sufficient information to allow each of the 27 communications
to be associated with an invoice. Without this additional information, the Audit
staff is unable to calculate the disbursement amount for the 27 mailers.

7 This documentation was provided both during fieldwork and in response to the exit conference. There were 10
additional photographs provided by IRP that appear to contain similar individuals at the same facility, however,
the Audit staff was not able to associate them with any of the mailers or sign in sheets provided by IRP.
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¢. Volunteer Material Exemption
In response to the Audit’s staff’s request during fieldwork for documentation to
support the volunteer materials exemption that the committee reported, IRP provided
24 pictures of individuals sorting, bundling and placing the mailers into mail bags.
IRP supplied three volunteer sign in sheets for three different mailers. Seven
different mailers can be seen in the pictures provided. Each of the volunteer sign in
sheets contained two names. Two of the sign in sheets were dated September 13,
2012 and each had the name of a Republican congressional candidate.

The Commission has addressed the applicability of the ,v/}un r materials
exemption in the Final Audit Reports of the Arizona Kepubhcan Party, the
Democratic Executive Committee of Florida, and. the"Ten nnessee Republican Party.

In these reports, the Commission recognized a lack of clanty\regardmg the
application of the volunteer materials exemp/lon “Fthe Com) lsswn had attempted to
formulate a consensus policy regardmg what constitutes subs tlal\volunteer
involvement for the purpose of applym the exemt tion,? but this s never
achieved. Since a lack of clarity exists coqc‘bmmg he appllcatnon %the volunteer
materials exemption, it follows that the type amount of documentation needed to
support volunteer mvolveme\ls also unclear.

-

In view of the uncertainty regaerthe amount of v un}eer involvement needed to
qualify for the volunteer materlal.v(\exemptlom as, well as the amount of
documentation requlred to support\such’an exen /on the Audit staff recommended
that, IRP provig re-detailed infori nation and:documentation for any volunteer
mvolvementaas oclate w;th eachm er

2. Interim Audit Repo ‘& Audlt Division ecommendatlon

This issue waspresented & the exl‘t‘cenﬁ:rence The Audit staff provided a schedule
detailing- /the%e expendxture oE representatlves IRP representatives stated that the
expendltures were notxl\ndepen eqt ex/pendltures but were non-allocable mailers. IRP
ofﬁcial \tated that the direqt mail’e /tpendltures were for candidate specific mass mailings

for whlch\ﬁ:eers were\utlhzed
In response to the ezut confe/rence, IRP provided one additional sign in sheet that was dated

September 20, 2012%to décument the use of volunteers in their mail program. They also
provided two sworn ‘affidavits from individuals. In one sworn affidavit, an individual
explained that he O\férsaw the volunteer component of IRP’s mail program and that for
every mail piece that IRP sent on behalf of federal candidates, volunteers processed those
mail pieces in accordance with FEC guidelines. Further, the individual described the
process performed by the volunteers as follows: the volunteers unpacked mail pieces; sorted
by address; banded together mail pieces, placed them in bags and loaded them for transport.”
In the second sworn affidavit another individual stated he would go on to become the
volunteer coordinator and that as a regular volunteer for IRP, he spent a great deal of time

% Proposed Interim Enforcement Policy, Agenda document No. 10-16.
? IRP provided three sign in sheets during field work.
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processing volunteer mail for IRP on behalf of Republican congressional candidates. He
described the same basic process as the first individual about the involvement of the
volunteers IRP used for Republican candidates for Congress.

The Interim Audit Report recommended that IRP provide:
e Additional invoices and/or information for the 27 mailers containing express advocacy;
and
e Documentation and evidence that apparent independent expenditures totaling $273,126
and the 27 mailers containing express advocacy did not require reporting as independent
expenditures. N
BN

In addition the Interim Audit Report recommended absent }ugh{vidence, IRP amend its
reports to disclose these disbursements as independent e(x;}eﬁdi- ures on Schedule E and
submit revised procedures for reporting independent expeg\ditures.

3. Committee Response to Interim Audit Rep?’r(-

In response to the Interim Audit Report recomfendation,IRP stated “...that t;;é’se 27 direct
mail communications were non-allocable, ca%:i?}a{\e\-spegi_t;w\d@lunteer mass-mailings.” IRP
referred to two sworn affidavits it previously provided t-fhe Audit staff from two
committee individuals who were involyved in its mail p! m that were responsible for the
volunteer component of the volunteer najk. Both sworn & idayits described the process by
which IRP volunteers regularly processéd-all of 1RP’s non-alocs Ble mail. IRP supplied a
third sworn affidavit from IRP’s former [ eputyExccutive Diréctor who stated that in the
2012 cycle, IRP supported its federal can ‘c{a}t}vfmu the use of non-allocable mail
processed by volunte,e,ﬁf‘

With respect to th’e"fo%‘rqailers., t,(’)taling $33,972 ,-for which IRP provided two sign in sheets
and photographs, the Audit-staff believes the documentation provided in support of the
volunteer matérials exemp ign’\is consistent with such evidence provided in past audits. As
a result, these di§bur§e‘mgnts \nq longer being considered independent expenditures. For
the remdining 12 mailers totalin $2~32,°1 54 ($273,126 - $33,972) and the 27 mailers without
invices that IRP clai:lgt_hé\volun_tgaer materials exemption is applicable, the Audit staff
again recominends that IR\P 'proviife further evidence to support the application of the
volunteer ma "'a!s exemp,tizin to the specific communications involved. Such evidence will
assist the Comm'Ks.éiQn in determining if the volunteer materials exemption is applicable to

these communicatloy
. Failure to File 24/48-Hour Reports for Independent Expenditures

1. Facts

In addition to not reporting any independent expenditures during the audit period, IRP also
did not file 24 or 48-hour reports for any independent expenditures. Therefore, the apparent
independent expenditures identified above by the Audit staff may also have required such
filings.
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2. Interim Audit Report & Audit Division Recommendation

This issue was presented at the exit conference. The Audit staff provided a schedule
detailing these expenditures to IRP representatives. IRP representatives stated that the
expenditures were not independent expenditures but were non-allocable mailers that used
volunteers.

The Interim Audit Report recommended that IRP provide documentation to support the date
of public dissemination for each of the 16 apparent independent expenditures totaling
$273,126 and the 27 mailers to determine whether a 24 or 48 hour.report was required.

3. Committee Response to the Interim Audit Report i
In response to the Interim Audit Report recommendation, JRP-stdted that all direct mail at

issue was intended to be processed as non-allocable mail, and not.as-independent
expenditures. With respect to the four mailers totalir,fg\.$33§972 for'which IRP provided two
sign in sheets and photographs, the Audit staff beli¢ves the documentatig\n_\p\rovided in
support of the volunteer materials exemption is’E:Snsistem\with such evidence-provided in
past audits. As a result, these disbursements are o\lo_nge?}'mg considered independent
expenditures. Absent further evidence that the remainm%I

Ccommunications totaling
$239,154 ($273,126 - $33,972) qualify for the voluntée\ aterials exemption, the Audit staff

considers the 39 (27+12) apparent inﬂ;ﬁendqnt expenditures‘above to be independent
expenditures that also required either 24for48 hour report':y

s
| Finding 3. Reco;dliééi_);ng for € mlé\tions

= 5

N,

During audit fieldwork, the A\u?iit/ reviewed disbursements to verify the accuracy of the
information and prgpér"cla\ssiﬁ'catrep of transactions disclosed on reports. IRP reported 19
expenditure /-{mling\$35<,6. 3,'%en"Schedule B, Line 30(b) and Schedule H4 (Disbursements
for Allgeélt *d Federal/Nonfederal A iVi}i) with the purposes of FEA Volunteer Mail,
Advoci’c% l,l'kxt:or Federal candidates)Direct Mail Services, equipment and phone minutes for
Federal candid{tgs_i\jand Auto-Dialer for Federal candidates. Documentation that was provided
by IRP was insu -lgieqt to make/a determination pertaining to the purpose for these
disbursements and ve{fy/as Federal Election Activity or Allocated Federal/Non-federal

\

Summary /:\\\ ) /| \\/

Activity.

In response to the Interim Audit Report recommendation, IRP stated that it has searched its
records and was unable to locate additional documents to substantiate these disclosures. Absent
the provision of these records, the Audit staff considers the matter a violation of the
recordkeeping requirements at 11 CFR §104.14(b)(1).

1° Two disbursements totaling $52,504 were not reported, but are included in the $357,613.
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Legal Standard

A. Formal Requirements Regarding Reports and Statements. Each political committee
shall maintain records with respect to the matters required to be reported which shall
provide in sufficient detail the necessary information and data from which the filed reports

may be verified, explained, clarified, and checked for accuracy and completeness. 11 CFR
§104.14(b)(1).

B. Preserving Records and Copies of Reports. The treasurer of a political committee must
preserve all records and copies of reports for 3 years after the report is filed. 52 U.S.C.

§30102(d). /\
Facts and Analysis
A. Facts / \

During audit fieldwork, the Audit staff reviewed dlsburs’emeg S to veri the\accuracy of the
information and proper classification of transactions }lrélosed on reports. \reported 19
expenditures totaling $357,613 for which documentatlon was' nsufﬁcnent to

determination pertaining to whether these disburéem ts 1{ectly reporte n Schedule B,
Line 30(b) or Schedule H4.

The Audit staff’s analysis resulted in the\f-;)\!lbwipg:

i. Disbursements- No Invoices or Copies o o'mmumcatlons Provided ($280.
Disbursements totalmg $280,277 were axd’ four\m?l?vendors and three phone bank
vendors, and wer‘%d/lscl séd.on Schedu]g; B/and Schedule H4, with purposes of FEA
Volunteer Mall,/ dvocacy c§ Is for Feden%ncandxdates, Direct Mail Services, equipment
and phone mirftite er Fede r?l candidates ahd-Auto-Dialer for Federal candidates.
Without sufficient e\tﬁlls, the Audit staff ig ) ufable to verify IRP’s reporting of these
amounts-as Federal Ele tion Aitmty or }(l/ocated Federal/Non-federal Activity. The
Audlt stﬁffkqu sted copies of the invoices for the associated mail pieces and phone
scnpts for ea h}honee\dls‘burfement To date, these invoices or other information
cto a%ate the pa)%itts toa Eamcular communication have not been provided.

ii. Dlsbursements- Invoi e Provided — Not Able to Associate with Copies of

disclosed three disbursements on Schedule B, Line 30(b) with purposes of “FEA
Volunteer Mail = Walsh”. For these disbursements, IRP provided invoices but did not
provide information about the related mail communications. Without sufficient details,
the Audit staff is unable to verify IRP’s reporting of these amounts as FEA Volunteer
Mail. The Audit staff requested information that would allow an association between

the invoice and the communication, however, to date IRP has not provided this
information.

' The amount of invoices associated for these mailers is $129,490. This is part of Finding 4.
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B. Interim Audit Report & Audit Division Recommendation

At the exit conference, the Audit staff presented IRP schedules of the disbursements for which
further records were necessary to verify the accuracy of reporting. At that time the Audit staff
again requested that IRP provide invoices, copies of communications and scripts that would
associate each invoice to the corresponding communication to the committee disclosure reports.
The Interim Audit Report recommended that IRP provide the invoices, scripts and associated
mail communications for the disbursements totaling $357,613.

C. Committee Response to Interim Audit Report

In response to the Interim Audit Report recommendation, IRP stated that it searched its records
and was not able to locate additional documents to substantiate thes&€diSclosures. Absent the
provision of the records, the Audit staff considers the matter a viéldtion of the recordkeeping

requirements at 11 CFR §104.14(b)(1). (\
6@

Finding 4. Receipt of Apparent ited In-Kinh
Contributions /

Summary
During audit fieldwork, the Audit staff i tnﬁed apparent ted in-kind contributions
totaling $72,880 to the benefit of IRP. Th ap arent prohlblt i kn d contributions consisted
of postage for campaign mailers invoiced to. IlgP t apparentl pajd by an unknown source. In
response to the Interim Audit Report recomm ndatlgn\ dld/\ﬁ specifically address the
amounts for postage apparently pald on its beh t"/lRP has complied with the
recommendation to identi tﬁ\sgurce of paym {\’for the fostage. Absent such a

demonstration, the $Z;,880®g¥ costs are j;i'ered a prohibited contribution to IRP.

Legal Standard. _ e

A. Recelpt of Prohi lt Con ributions — General Prohibition. Candidates and committees
may taccept con %utl ns (i ihe\f of money, in-kind contributions or loans):
1. Jn\g{le\name of anotherj\or
2. From{he treasury fun s of the:following prohibited sources:

. C\p$l tions (thlS fgans any incorporated organization, including a non-stock
corpo. t@n,\ an incoyporated membership organization, and an incorporated
cooperativ /‘p

e Labor Organi, tions; or

e National Basks;

3. Federal Government Contractors (including partnerships, individuals, and sole
proprietors who have contracts with the federal government); and

4. Foreign Nationals (including individuals who are not U.S. citizens and not lawfully
admitted for permanent residence; foreign governments and foreign political parties; and
groups orgamzed under the laws of a foreign country or groups whose principal place of
business is in a foreign country, as defined in 22 U.S.C. §611(b)). 52 U.S.C. §§30119

and 30121.
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B. Contribution. A gift, subscription, loan (except a loan made in accordance with 11 CFR
100.72 and 100.73), advance, or deposit of money or anything of value made by any person
for the purpose of influencing any election for federal office is a contribution. The term
anything of value includes all in-kind contributions, of any goods or services without charge
or at a charge that is less than the usual and normal charge for such goods or services. 11
CFR §100.52.

Facts and Analysis

A. Facts /5
During audit fieldwork, the Audit staff identified apparent prohibited-in-kind contributions
totaling $72,880. The apparent prohibited in-kind contribution;-&m\sisted of payments for
postage paid directly to a mail vendor used by IRP for at least’/M\mQﬂqrs that IRP sent out.'?
This amount was identified from invoices IRP provided t afwﬁere fortwo Congressional
candidates, Joe Walsh for Congress Committee and Plumqu;‘}br Congrqs\ N3 Contained on
each of the 14 invoices was an amount for postage thﬁ't{ead, ‘Postage — Paid Djrectly to Mail
House”. IRP bank statements, both federal and ngﬂ-f‘ederal, do_not show the }m unts being
paid. The amount paid for postage that could nof be'traced toIRR bank stateme¢ éois $72,880.
However, the Audit staff notes that other mailings assc}c' %dmitlkandidates that IRP sent out
appeared to involve postage paid for by the Candidates’ %ﬂ\férized committees. For example,
the Randy Hultgren for Congress commi'rt‘eé,‘trapsferred $71379-to IRP and reported the
transfers as, “Direct Mail Production.” IRR%eported spending\$‘7\0,‘6;2'2 for three mailers in
which the purpose was, FEA Volunteer Mail Huligren for Congress.

_ \\‘ ’_/"/\\" 4
B. Interim Audit Report & Audit Division R_\é__c'({mmendj\tion
At the exit conference, thie’ Audit'staff provided the supporting documentation and work papers
for the apparent prohibiteg"in\-kind ‘contributions. \Fhe)IRP representative stated that the
amounts were for one of th R‘epg?] can Co_g_l_gres_s;_i nial candidates.

i
R \‘\\\
The Interim.Audit Report recomn'gnded that IRP provide evidence demonstrating that the in-
kind contribitions in quéstioh\wem e yith permissible funds or refund such contributions.
In addi-t'i’Gn,\the \lnterim Audi{ port l:qcommended that if funds are not available to make the
necessary refunds or disgorgement, IRP should disclose the contributions requiring refunds on
Schedule D (Déb ‘and Obligaﬁéns) until funds become available to make such refunds.

J
C. Committee Response t}i’flnterim Audit Report
In response to the Interim-Audit Report recommendation, IRP did not specifically address the
amounts for postage apparently paid on its behalf. IRP has not complied with the
recommendation to identify the source of payment for the postage. Absent such a
demonstration, the $72,880 in postage costs are considered a prohibited contribution to IRP.

12 A complete set of invoices was not supplied. The amount of the possible prohibited contributions may be
higher.

13 IRP reported receiving $112,000 from the Joe Walsh for Congress Committee along with $50,000 from the
Plummer for Congress Committee. :
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| Finding 5. Reporting of Debts and Obligations

Summary

During audit fieldwork, the Audit staff noted that IRP failed to report debts and obligations to
14 vendors totaling $294,117'* on Schedule D (Debts and Obligations). In response to the
Interim Audit Report recommendation, IRP amended its disclosure reports to materially correct
the disclosure of debts and obligations to these vendors.

Legal Standard \
A. Continuous Reporting Required. A political committee must dlée\s,e the amount and

nature of outstanding debts and obligations until those debts are xtmgulshed 52 U.S.C.
§30104(b)(8) and 11 CFR §§104.3(d) and 104.11(a).

B. Separate Schedules. A political committee must ﬁl‘ét/sér;mate schedules for debts owed by
and to the committee with a statement explaining the ¢ircumstances and coh itions under which
each debt and obligation was incurred or extinguished:11 CFR\§104 11(a). /

C. Itemizing Debts and Obligations.
* A debt of $500 or less must be reported as of the time p inent is made or not later 60 days
after such obligation is incurred, whit hever comes first. \ ™ >
* A debt exceeding $500 must be dlsclosd\m-the report that cqvers the date on which the
Facts and Analysis /

debt was incurred. 11 CFR §104. ll(b) /\ /
A. Facts

During audit ﬁeldwork flr Audlt sta'ff revrewed IRP ‘disbursement records and disclosure
reports for proper reporting ‘of debts and oblrgatro}ls IS The review identified debts and
obligations to.14. vendors totalmg $294,117'%not reported on Schedule D (Debts and
Obhgatrons), Of these debt‘s $173, 34817 was incurred during the audit period and $120,769
was inc) J.prior to the auQrt\perlohxamj femained outstanding as of the beginning of the audit
perlod ‘Bas d'en the records, these vgldors provided mainly legal services, accounting
services, telem ketmg and mqu services.

B. Interim Audit Repo ,&/ udit Division Recommendation

The Audit staff discussed thé reporting of debts and obligations with IRP’s representatives at
the exit conference and provided work papers detailing the unreported debts. Representatives
said they would research this matter and provide additional documentation. IRP representatives
stated that they would amend their reports.

14 Additional records were requested at the exit conference relating to possible debt amounts that IRP disclosed on
a separate filing prior to fieldwork. Those records were not provided to the Audit staff. This amount is update
to $257,396.

5 IRP provrded the Audit staff with 177 invoices for 724 disbursements.

16 Each debt in this amount was counted once even if it requires disclosure over multiple perlods This amount has
been updated to $257,396.

Y This amount has been updated to $136,627.
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The Interim Audit Report recommended that IRP amend its disclosure reports to disclose these
debts.

C. Committee Response to Interim Audit Response

In response to the Interim Audit Report recommendation, IRP amended its disclosure reports to
materially correct the disclosure of debts and obligations to these vendors. In addition, IRP
acknowledged that the items identified in the Interim Audit Report “...arguably should have
been reported as debt on Schedule D during the relevant reporting period.”

| Finding 6. Recordkeeping for Emgloyees_K\

Summary A\ \
During audit fieldwork, the Audit staff determined that‘lRP~d1d not mamtx -any monthly
payroll logs, as required, to document the percentagle time each employe

‘ipent ]» connection
with a federal election. For 2011 and 2012, the Au@'s{taﬁ' id ntlﬁed paymen RP -

employees totaling $558,089'® for which IRP did not amtalymenthly payrollrlogs This
consisted of $542,812 for which payroll was allocated with féderal and non-federal funds, and
$15,277 for which payroll was exclusnvé non-federal In’response to the Interim Audit Report
recommendation, IRP acknowledged that it does. not possess dny mon ly payroll logs for

do
employees for the 2011 — 2012 time penod \&RP\ tated that it dﬁi\mdmtam these logs during the

2014 election cycle and going forward, they Will con inue'to.majtain monthly payroll logs. As
such, IRP has complied with.the .I%Itenm Audi \Report recomméndatlon by providing details of
its plan to maintain mon;hLy pay;{ [ogs in the fture.

Legal Standard \\ V. 7

Maintenance of Monthly L /P-arty comm1ttee ust keep a monthly log of the percentage
of time each employee quxd n\connectﬁn*w;th a federal election. Allocations of salaries,
wages, /d/ﬁ'lnge benefits drg to b ﬁldertaken as follows:

° ¢gm§0yees who spend 25 percerl;t/or less of their compensated time in a given month on
fedéral election actlvﬁ‘lek must/be paid either from the federal account or be allocated as
administgative costs; \

. employeewho spend | Lre than 25 percent of their compensated time in a given month
on federal eleqtlon activities must be paid only from a federal account; and,

 employees who'sp /end none of their compensated time in a given month on federal
election activities'may be paid entirely with funds that comply with state law. 11 CFR
§106.7(d)(1).

Facts and Analysis

A. Facts
Prior to audit fieldwork, the Audit staff was informed by IRP that it did not maintain any
monthly payroll logs, as required, to document the percentage of time each employee spent in

'8 IRP did not have employees paid with a mixture of federal and non-federal funds and exclusively non-federal
funds during the same month.
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connection with a federal election. These logs are required to document the proper allocation of
federal and non-federal funds used to pay employee salaries and wages. For 2011 and 2012,
IRP did not maintain monthly logs for $558,089'? in payroll disbursements. This amount
includes payroll paid as follows to IRP employees.

¢ Employees reported on Schedule H4 and paid with federal and non-federal funds during
the same month (totaling $542,812) and;

o Employees paid exclusively with non-federal funds in a given month (totaling $15,277).

B. Interim Audit Report & Audit Division Recommendation

Prior to audit fieldwork and at the exit conference, the Audit staft;tﬁscm ed the payroll
recordkeeping matter with IRP’s representative and counsel. IRP éounsel noted that IRP did
not maintain payrolls during the 2011-2012 election cycle, hofvéver, currently does maintain the
payroll logs.

The Interim Audit Report recommended that IRP provi£ evidence that it maintained monthly
time logs to document the percentage of time an ;rﬁ‘glq_yee sp'épg\ in connection wit}federal
election; or implement a plan to maintain monthly payr@ll\lc’)gé,inx@e future.

/

C. Committee Response to Interim Audit Report

In response to the Interim Audit Report re S“mmgndation, IRP-acknowledged that it did not
possess any monthly payroll logs for emplq&“ee forthe 2011 -2Q1 Ffime period. IRP stated
that it maintained these logs during the 201ﬁe\lectlbn and-going fofward, IRP will require all of
its employees who are paid by hoth federal ql\r}orﬂfah'aﬁas to maintain monthly logs of
the time each spends on f@déral.aﬁdgnon—federa \a_,é,tivities. s such, IRP has complied with the

Interim Audit Report recofimendati /n by providi“n_g details of its plan to maintain monthly
i w2

.,

payroll logs in the futlifes_ ™

19 This total does not include payroll for employees paid with 100 percent federal funds and reported as such (see
Part I, Background, Commission Guidance, Request for Early Commission Consideration of a Legal Question,
Page 1). Payroll amounts are stated net of taxes and fringe benefits.



